
May 7, 1996

WJ.lliam F. Caton
ActiD& Secrecary
Federal CommunicadoDs Commission
1919 M Street. N.W.
Room 222
WashingtoD, D.C. 2OSS4
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RE: CC Docket No. 96-45, FederaJ. State Joint-BoaM onU~ service

Dear Mr. Caton:
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BEFORBnIE
FEDERAL COMMUNICATIONS COMMISSION

WASHINGTON, D.C. 20554

In tbe Matter of )
)

Federal-saD 10int Board )
on Universal Service )

CC Docbt No. 96-4S

Alaska TeJepboDe Associatioo

Rqb Comments

The Alasb. TdepboDe Association (ATA), a trade asmciatioo repraentia& 22 local eu:ban&e

companies ill the SIa1e of AIasb, respectfully submits these reply commems in the above

ATA concurs with the Commissim's COIDJIIal1S that Universal 8ervic:e. Access Reform, aDd

'IJltatoaleCtioa are aU mta1:wined.. ATA is~ however, that the needs of tbe high-cost

mral LEes (aad.1epl reqaimJIeI'ttS of the Act) are b'cing overlooted in a rush to change~

re:gu1atioos and opal Bell Opeqting Company netwoIks to competition. The CommissioD

sbouJd DOt allow interaIId parties to expml the Hnivenal servk:e NPRM into a forum for

access charge reronn, or to subvert the Ad's requiremtJlts fir providing quality service in rural



The comments need to be viewed in the context of the wording and intent of the Act

What does the Act n:quiIe?

What does the Act Dot require?

What does the Ad. not allow?

WHAT nIB ACT REQIDRSS

1. 1bc Act requires that universal service support mecbanisms be precUctable, spa:ific,

and sufIIdeat to Wpre&eJ'Ve and adYanee universal serric:e..W

2. The Act requires that the funds distributed must be used only wCor tile prorisioa,

maintenance, aad upgradina or fadlities and services for wbida tile support is intemfecl.•

unM::rsal sc::rvk:e support is specifically targeted to local excbange facilities 'Ibis can only

mean tbat Congress intended support to be baxd on actual cost.

S. 1be Ac% requires a finding by the state that it is in the publk interest before allowiDC

multiple eJiglbJe caniets into roral mas.



Tbe CommiS$ign must use these clear cut provisions to guide its ru1emaking, and these

provisions clearly eliminate many of the proposals advanced in comments. They also~

wbal must be enforced.

'I1Ie relationship between support paymeDfs aDd bistork:al cost JDDSt be majntaipecl to

comply with the Act. 1be RqUiremeDt for cost allOOltion rules and accounting safeguards

deady demonstrates CongressfS intent to use hisIorical cost as a basis for determining

UDivcrsal services support. Proxies, models, biddiDg, and projections of 10Dg run

DOt being used for me -services for which the support is intE:nded,· a clear vioJatioD of the

Ad. H tdcos reeover less thaD their histmical~ their revenue will be insnfIic:imt to

Replation of eligible caaiers, a10Dg widl reportinc and moni.toriDg, is also a praequisiIB 10

obtaining SUppotl.. RepoI1ing and mooiIoring ate needed to c::IlSUl'e tbat USF funds ate used

ouly -far the provision, maiDteoance, and upgrading of faciJjties and services for which the

support is intJ!!Dded. - New mttants must comply with cost aD.oc:atioI1 rules and accounting

safepuds maOOa1'ed in tile Act belilm 1hr:y can becOme eligible for universal service



c:erIain tequirements. The Act requires a qJeCific finding by the state commissions that it is

in tile public intelest before allowing multiple eligible caniers to serve any ruml area.

WHAT THE ACI OOES NOI BEQUJRB

Tbe Act does Dot require that acc:ess charge regulations be reformed as a parequisi.Ie to

The Act does not requjre that historical cost and Generally Acceptrd Accounting Principles

(GAAP) be abandoDed in determining support payments. To the amtrary, the Act requires

accounting safeguards and cost allocation rules.

It does DOt mquire multiple eligible carrlas (or portability of subsidies) in rural areas. In

fact, it requires ... to make specific findings that it is in the public interest before aIIowm&

muJ.tipIe eligible cmic::rs in rural areas.

It does not requjre that small mral tacos be treated.~ Bell Opemtina Compaajcs. Ewu

ATet:r noted that rural te1cos should have diffcatnt rules than the RSt oftbe industry.

It cbs DOt requjre that support be limited in 1IIe Dame of prorDOtiDg eft'ideacy, or tbat the

me of cbe UIIMna1 8elvice FUDd be artificiaUy restricted. In fact, the Act makes artifIdal

limitltiOlll iDegIl by teqDirina that support be sufficient to ptCIC1ve and advance UIliwnal

.mce.. Costs am 1IIIaVOidabIJ' hi&b in rural Alaska bec:ause of cIislance,. cH~ popuJatioIl



densities faced by Ala.*," LEes are:

Intaiar Telephone Company
Mukluk Tekpbooc Company
Uni1ed Ub1iries, IDe.
An:tic Slope Telep-t..oae Company
M.mnusb Te1q»hooe Aswx:iatinn

Sqaare
Miles
4~

27,000
70,000
92,000
9,730

Access
Lines
4,100
1,000
4,300
1.900

37,000

LinesI
SQ. Mi.
.911
.037
.067
.021

3.803

Ova- 100,000 IiDc:s
10,000 to 99,999 JiDes
1,000 to 9,999 Jines
2001D9'J9w.
SO 10 199 ]iDes
21D49liDes

Numbc![of

C9Jnmuni­
1
3

31
32

114
60

Perccntaa of
Commtmities
>1"

1 "
13 "
13 "
47 "
2S~

In short, 3/4 of Alaska's communities have fewer than 200 liDesl

It is c:IifJioJlt to apply efficiency iDcaltives in a bi&Jt-cost area lite Alaska

WHAT TBB ACT DOES N<1I' AllOW

(CC Docbt No. 96-98 NPRM at p. 1, item 11) eNodaiDa ill tbe 1996 Ad suggesas Congress

iIIteaded 10 divest iDcumbent LBCs of an or part of their local networb, eYeD if some

portioos continue to be natural mc:JDOp01ks. 1Ddeed, the Ad expreaIy COIIfirms that the



iDcumbeot LEes may earn a reasonable profit for the int.en:onnecti.on services and network

elements they provide.. It further saates (CC Docket No. 96-98 NPRM at p. 7, item 12)

-the pm:pose ....of the 1996 Act is not to ensme that entry 1aka pbwe irrespective of costs,.

but to remove the statutmy and reguJatory barriers and economic impedimeots that

inefficleatly .rerard entry, and to aDow entry to lake place wIJc:R it can occur eftldeatly.

This entry policy is competitively neutr3l; it is pro-competition, not pro-amJpetitar. •

All :regnJarim'J must be competitively neutIal. PtoposaIs for portability of support payments

wbiJe requiring resale of LEC ser:viccs atwho~ below-cost rates, provide an unbeI1abte

compeIitift advantage to anyone but the incumbent. 1bis is a clear violation of the Act, and

these proposa1s must be rejected.

C'hanps in support mecbanisms must be aaxJWP'I"jed by a sufficiellt tnlJ)sitiOll period to

allow tun recovery of the incumbent LEes embedded costs. Failure to allow xecovery of

embc:dded iJmstmart will violate the Act, since such a failure will jeqJaIdizc the financial

viability of many rmal LECs, and tberrby tIm:a!a1 the avatlabiJity of universal service.



ACCFSS REFORM

IDcreasing the monthly subscriber' IiDe charge (SLC) goes counter to this objective.

•AffimIability- is closely Iinbd to the total tlat-rate monthly phone biJL. including SLC, flat~

IB local cbarges, aud SUId1arges. Raising the SLC goes agamst the principles of

Many IXCs argue that the SLC sbould be raised to transfer the cost of the loop directly to

tile encI-user and that toll access sbould be priced as a by-product of local service. It makes

DO ReDSe to furtba' reduce the cost that IXCs pay for access while lnaeasiDa the flat-rate

monthly cost 10 the eod-user.

RespedfbIly.submitted tbis 7th day of May 1996.

JanaRowe
Bxeedtive Ditedor
AJasb Telepboae Assoc;atiOll
4341 B Street, SUiIe 304
Aiidn3r, AIC 99S03
907J563.4000 FAX 9<Y1/562-3Tl6


